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INDEPENDENT AUBITORS REPORT

To the Village Council
Willage of Homar
Calhoun County, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Village of Homer, Michigan, as of and for the
year ended December 31, 2007, which collectively comprise the Village's financial statemenls as lisied in the lable of
contents. These financial statements are the responsibilily of the Village of Homer, Michigan's management. Qur
responsibility is o express an opinion on lhese financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepled in the United States of America and
the standards applicabls to financial audits contained in Government Auditing Standards, issued by the Gomptrolier
General of the United States. Those standards require that we plan and perform the audit fo obiain reasonable
assurance about whether the financial statements are free of malerial misstatement. An audit includes examining, on
a lest basis, evidence supporting fhe amounis and disclosures in the financial statements. An audit also includes
assessing the zccounting principles used and significant estimates made by managemsnt, as well as evaluating the
overall financial statement presentation. We believe thal our audit provides a reasonable basis for our epinion.

In our opinien, the financial statements referred to above present fairly, b all material respects, the financial position of
the governmental activities, the business-type aclivities, each major fund and the aggregate remaining fund
information of the Village of Homer, Michigan, as of December 31, 2007, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generalfy accepted in the United States of America.

In accordance wilh Govemment Audiling Standards, we have also issued qur report dated April 25, 2008, on owr
considerghion of the Village of Homer, Michipan's inlernal control over financial reporting and our tests of is
compliance with certain provisions of laws, regulations, confracls, grant agreements and other matters, The purpose
of that report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provids an opinion on the internal conkrol over financial reporting or on complisnce.
That report is an integral part of an audit performed in ascordance with Government Auditing Standards and should be
raad in conjunction with this report in considering lhe results of our audit.

The management discussion and anatysis and reguired supplementary information list in the table of contents are not
2 required part of the basic financial statements, but are supplementary information required by accounting principles
generally accepted in the United States of America. We applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of reguired supplementary
mformation. However, we did not audit the information and express no opinion an it

Qur audit was conductad for the purpose of forming an opinion on the financial statements that collectively comprise
the Village of Homer's basic financial statements, The addifional supplementary information fisted in the table of
contents is presented for purposes of additional analysis and is not a required part of the financial statements of the
Village of Homer, Michigan, Such mformation has been subjected to the audiling procedures applied in the audit of
the financial stalements and, in our opinion, is faiy presented in alf material respects in relation o the basic financial
statements taken as a whole,

Hastings, Michigan

April 25, 2008 Webkin, Fuke '3 S}“JJAN?LL

Fail; walke suke i voieeroer Wirhiame: o s el oo



Village of Homer Maragement Discussion and Analysis

A5 the Village Council of the Village of Homer, we offer readers of the Village's financial siatements this narrative
overview and analysis of the financial activities of Village of Homer For the fiscal year ended Dacember 31, 2007, The
analysis focuses on significant financial position, budget changes and vanances from the budget, and specific issues
related {0 funds and the economic factors affecting the Village, We encourage readers 1o consider this information in
corjunchion with the letler or ranswitial, which begins on page 1, and the financial statements, which begin on page
7.

Financial Highlights

+ The assats of Village of Homer exceedad ils liabilities at the close of the most recent fiscal year by $6,591 018
{net assets} compared o $6,445.459 last year. Of this amount, 81,124,220 {unrestricted net assets) may be used
to meet the government's ongoing obligations to citizens and creditors.

+ The goverament's tofal net assets increased by $145,559 compared ko a decrease of $101,920 iast year, which
reflects a positive change of $247 479

= As of the close of the current fiscal vear, the Village's governmental funds reported combined ending fund
balances of $1,286,957, a decraase of $40.508 compared to an ending fund balancs of $1,327 465 a decrease of
$17,676 from the prior year,

» At the end of the current fiscal ysar, unreserved fund balance for the general fund was ${10,508}. Last year the
unreserved fund balance for the general fund was ${32,808). This is an increase of $22,301 over 20086.

Overview of the Financiai Statemerts
The Village of Homer's basic financia) statements comprise Wtree components: 1} governmeant-wide financial
siatements, 2} fund financial statements, and 3} notes to financial slatemente.  This report also contains other
supolementary information in addition {0 the basic financial stalements themselvas.

Government-wide financial statements. The government-wide financial staternents are designed ko provide
readers with a broad overview of the Village's finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Village's assets and liabilities, with the differsnce
bebwasan the two reported as net assels. Over time, increases or decreases in nef assels may serve as & usaful
indicator of whether the Village's financial position is improving or deteriorating.

The statement of activities presents information showing how the Village's net assets changed during the most recent
fiscal year. All changes in net assels are reported as soon as the underlying event giving rise to the ¢hange occcurs,
ragardiass of the timing of relaled cash flows. Thus, revenues and expenses are repored in this statament for some
itarns that will only result tn cash flows in future fiscal periods {e.q., state shared revenue).

Both of the government-wide financial statements distinguish functions of the Village that are principally supported by
tanes and intergovernmental revenues igovernmantal activities) from other functiong that are infendad to recover 3l or
a significant portton of their costs through user fees and charges (business-lype aclivilies). The governmental
activifies of the Village include general government, public safety, highways and streets, recreation and cuitural and
heaith and weifare.

The government-wide financial statements can be found on pagses 7-8 of this report.

Fund financial statements. A fund is a grouping of refated accounts that is usad to maintain contro) over resources
that have been segregated for specific activiies or objectives. Village of Homer, like other siate and locat
qovernments, uses fund accounting o ensure and demonsirate compliance with finance-related legal requirements.
All of the funds of the Village can be divided inte three categories: govermment funds, proprietary funds and fiduciary
funds.

Governmental funds. Governmental funds are used fo account for essentially the same functions reported as
governmental activities in the government-wids financial statements. However, unlike the government-wide financial
stzlements, governmental fund financial statements focus on near-term inflows and cutflows of spendable resources,
as wall as on balances of spendable resources availzble at the end of the fiscal year. Such infarmation may be useful
it evaluating a government’s near-term financing requirernants.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
govermmental ackivilies in the government-wide financial siatements. By doing so, readers may better understand the
long-term impact of the government's near-term financing decisions, Both the governmental fund balance shaet and

2



the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The Village of Homer maintains three individual governmental funds.  Information is presented separately in the
governmental fund balance sheet and tn the governmental fund staterment of revenues, sxpenditures, and changes in
fund balances for the General Fund, Major Streets, Local Streets, Library and Fire Funds which are considered o be
major funds,

The basic governmental fund financial statements can be found on pages 9-11 of this report.

Proprigtary funds. The Village maintains two types of praprietary funds. Enterprise funds are used to report the
same functions as business-lype activities in the government-wide financial stalements. The Village uses enlerprise
funds to account far the Water Fund and Sewer Fund.

Proprietary funds provide the same type of information as the government-wide financial stataments, only in more
detsil. The proprietary fund financial stalermnents provide separafe information for the Water and Sewer Fund, both of
which are considered to be major funds of the Village. The proprietary fund financial siatements can be found on
pages 12-15 of this report,

Fiductary funds. Fiduciary funds are vsed to account for resources held for the henefit of parties cutside the
governiment. Fiduciary fungs are not reflected in the government-wide financial stalement becauss the resources of
those funds are not avatlable to support the Village's own programs. The Village currently has no Fiduciary funds.

Notes to the financial statements. The notes provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements.

The notes to the financial statements can be found on pages 15-28 of ihis report.

Other information. In addition to the basic financial statements and accompanying notes, this report also presents
certatn required supplementary information. The Village adopis an annual budget for its general fund, major street
fund and local stree! fund. Wikhin the required supplementary information, a budget comparison statemeant has been
provided for these funds to demonstrate compliance with the budget.

Required supplementary information can be found on pages 23-35 of this report.

Individual fund statements and schedules are presented immediately following the reguired  supplementary
inforration on budgsts on pages 35-43.

Government-wide Financial Analysis
As noted eatiier, net assels may serve over ime as a useful indicator of a government's financial position. In the case
of Village of Homer, assets exceeded Habilities by $6,591,018 at the close of the most recent fiscal yEar,

$1,124,220 of the Village's net assets (17,06 percent) reflects its unrestricted ne! assels, which may be used to meet
the government’s ohgoing obligations fo cifizens and creditors. An additional portion of the Village's net assets (7.40
percent) refiects restrictad nel assets $488,034, which are resowrces that are subject to external restrictions on how
they may be used. The rernaining pertion of the Village's net assels {75.54 percent) reflects its investment in capital
assets $4,978,784 (s.g. 'and, buildings, eguipment and furnilure and fixtures). The Village uses these capital assels
to provide services lo citizens; consequently, these assels are not available for future spending.



Village of Homer's Condensed Financial Data

Governmental Business-Type
2007 2006 2007 2006

Currant and CHher Assets T 1426212 $1,368246 % 381,577 § 323635
Captial Assels 2548 091 2,383 419 2,998 673 3,139,712

Tolal Assets 3,974,303 3,752 G565 3,367,250 3,463,347
Shert-Tarm Lighilities 130,301 103,115 868,234 a8 434
Lang-Term Liabilities 48,000 56,000 428,000 Si3.000

Total Liabilities 228,301 156,118 576,234 £11.434
Met Assets

Invested in Capital Assels,

Wet of Refated Debt 2,492,001 2319419 2486 673 2541 712
Rasiricted 66,033 79,233 422,001 411 8BBZ
Unrestricted 1,187 878 1,194,884 {63,658} £101,681)

Totat Met Assets F 3746002 53,593.546 S2845016 §2.851,813

Frogram Revenuses
Charges for Services % 362316 % 342279 § 481082 % 428,336
Cperating Grants and Contribulions 128,414 128,065 - .
Capital Grants and Contributions 152,203 -

Seneral Revenues
Property Taxes 427,962 430G, 707 - -
Licenseas and Permits 5,866 4477 500 4 884
State Grants 212,554 2182197 - -
Investment Income 53,477 22,118 18,043 14,987
Cithar 39,421 249 606 12,795 7629

Total Revenues 1,382,153 1,174 460 492 420 453 836

Pragram Expanses
Governmental Activitios

Lagislative 10,608 10,719 - -

General Government 178,821 169,108 -

Public Safely 525136 a6t 712 -

Putilic Weorks 326,057 304,820 - -

Health and Welfare - -

Racreational and Cuftural 201,977 207,752

interest and fiscal charges 3,200 3.836

Loss on Disposal 1,320 (1,000} - -

Transfers {In) Cut {17,423} {10,655} 17423 10,655
Business-Type Activities

Water - 191,719 188,267

Sewer - - 264,400 256 486

hrterest and fiseal charges - - 25,775 28,525

Total Expenses 1,229,697 1,246,382 498,317 483,933
Change in Net Assets $ 152456 B (71,823 § 6897y § (30.087)

Al the end of the qument tiscal year, the Village is abls to report positive balances in all three categories of net asssis,
both for the government as a whole, 25 well as for #s separate governmentat aclivilies.

Governmental activities. Governmenta! activities increased the Village's net assets by $152,456; mainly dus tc a
targe stree! project and decreases in spending.

For the most part, expenses were comparable with the prior year. General government expenses were up due to
mereased costs.  Public safely expenses were down due {o the completion of the master plan in the prior year ang
public works increased due Yo depreciation of infraslructure assels,



Business-Type activities. Business-type sclivities decreased the Village's net assets by $8,897 mainly dug to water
and sewer rates are not high enough 1o support the corresponding expenses of those funds, This was addressed with
an increase in watler rates for 2008,

Financial Analysis of the Village's Funds
As nioted eariier, the Village used fund accounting to ensure and demonstrate compliance with finance-relatad legal
requirgniants.

Governmental funds. The focus of the Village's governmental funds is to provide information on nearderm inflows,
cufflows, and balances of spendable resources. Such information is useful in assessing the Village's financing
requiremtents. In parficular, unreserved fund balance may serve as a useful measure of 2 Village's net resources
svailable for spending at the end of the hiscal year.

A5 of the end of the current fiscal year, the Village's governmental funds repored combined ending fund balances of
$1,286,957, a decrease of $40,508. Last vear, the Village's goveramantal funds combined ending fund balance was
$1.327 465, which was a decrease of $17,976.

The general fund is the chief operating fund of the Village, Al the end of the curcent fiscal year, unreserved fund
balance of the general fund was ${10,508) and the foial fund balance was $93,784. Unreserved fund batance is a
negative balance due to rumerous village designations.,

The fungd balance of the Village's general fund increased by $14,053 during the current fiscal year, mainly due to
decreased spending,

Proprietary funds. The Village's propristary funds provide the same type of information found in the govemment-
wide financial statements, but in more detail.

As of the end of the current fiscal year, the Village's water fund reporied unrestricted net assets of ${16,699). The
Water Fund had a decrease in net assels of $14.344. The Village's Sewer Fund reported unreskricted net assets of
${52 96B) at the end of the year. The Sewer Fund had an increase in net assets of $7,447. The Village recognizes
the declines in the water and sewer funds and is in the process of bringing water and sewaer rates to where they need
tobe,

General Fund Budgetary Highlights
The amended general fund revenue budget increased from the original budget by $15,188 mainly due 1o an

amendment for an increase in charges for texes and penalties and ofer minor changes. The general fung
expendiures incressed $19,267 between the origing! budget and the final budget. The majority of the changes in
appropriations can be summarized with the following:

$10,502 increase o president

$13,220 increase in audit

$11,500 ingrease in attornay

$18,694 increase o buildings and grounds
$22,701 decrease to police

$5,038 derrease to parks

$7.110 decrease to capital gutlay

All other changes to the budget were minor, The majority of budget amandments were to the president aclivities for
the arditional costs assaciated with finding a new manager and buildings and grounds for increased repairs and
maintenance. Also audit and altorney were increased bo represent actual costs for the year. Police was decreased
due lo less coverage and capital oullay was decreased dus {o less spending. However, during the year revenues and
expenditures were less than budgetary estimates.

Capital Assots
The Village's investment in capital assets for its governmental activities as of December 31, 2007, amounts to

$2,548.081 (net of accumulated depreciation). This investment in capilal assets includes: land, buildings,
improvements, eguiprient and fumiture and fixtures.

Major capital assel evenls during e current fiscal year included new public safety equipment and vehictes and
streatscaping. Delalls of the Village's capital assets are continuad in the noles o the financial statements on pagss
23 and 24,



Long-Term Debt
At the end of the current fiscal year, the Village had total bonded debt outstanding of $569,000 and general obligation

debt of $47,551. The Village's debl represents bonds secured by specified revenue sources and compensated
absences, raspactively.

The Village's Cutstanding Debt
General Obligation and Revanue Bonds

Governmental-Type Businsss-Type
Activitios Activities Total

2007 2008 2007 2006 2007 2006
Primary Government;
Revenue Bands $ 55000 § 64000 3 513000 ¢ 598000 % S63.000 % £62000
Compensated

Absences 47 551 48,011 - - 47,551 48,011

Total B 103,551 $ 142041 % 513000 $ 588000 $ 6516551 § 710011

The Village's debi decreased by $93,460 (15.16%) during the current fiscal year. The net reduction was rmainly
attributable o making debtt service payments as they came due.

Additional information on the Village's long-term debt can e found on pages 25 and 26 of the noles to the financial
statements,

Econemic Factors and Next Year's Butdgets and Rates
Budget assumplions: The unemployment rate is still high in the Stale of Michigan and the State’s shorifall in the
butdget means further reduchions in state-shared revenues. State shared revenues are expecied to decrease in e
2007-2008 fiscal year, The Village budgeted for a decrease in state-shared revenue. The Village's millage rate will
remain the same. The taxable value will increase, thus bringing in more tax revenue. The Village is finalizing the
federal project downtown and is working on additional ways ko stabilize costs.

Reguests for Information
This financial report is designed to provide a generat ovarview of Viltage of Homer's finances for all those with an
interest in the village's finances. Questions concerning any of the information provided in this report or requasts for
addittonal financial information should be addressed to fhe {PresidentTreasurerfClerk), Vilage of Homer, 130 E Main
Street, P.O. Box 155 Homer, M! 49245,




VILLAGE {OF HOMER
GOVERNMENT-WIDE STATEMENT OF NET ASSETS
December 31, 2007

Primary Government
Governmental Business-Type
ASSETS Actlvities Activities Total
Cash and Cash Equivalents $ 413185 3 {70,312} 3 2873
Investmenis 575,632 - 575,632
Receivables (Net)
Taxes 57.733 - 57,733
Oiver 19,328 - 19,398
Accounts - 10,351 110,351
Duea fram Other Funds 72 Qu7 - 72,087
Due from Slate 94 612 - 24,612
Boa fram Other Units of Government 14,967 - 14,867
Interngl Balances 116,215 {116,215} -
Bond Issue Costs - 15,752 156,752
Resiricted Assets 651,383 422 O 483 384
Capital Asseis (Net of
Accumulated Depreciation) 2,548,021 2890673 5,547,764
Total Assals 3,974,313 3,361,250 7,335,553
LIABILITIES
Accounis Payable 39,838 - 39,838
Accrued Liabilities 12,825 3234 16,059
De to Other Funds 72,087 72087
toncurrent Liabilities
Doa Within One Year 55,551 85,000 140,551
Dus in Mora Than One Year 48,080 428,000 476,000
Total Liabilities 228 301 516,234 744 535
NET ASSETS
Met Assots
invasted in Capital Assels, Net of Related Dett 2,492 981 2,466,673 4978 764
Restricted for Building Authority 66,033 - 68,033
Restricted for Debt Service - 422 0 422,001
Unrasiricted 3,187,875 (63.658) 1,124,220
Tolal Mat Assets 3 3,748,002 £ 28450185 $ 6581018

The Motes 10 Financial Statements are an integral part of this statement.

[



VILLAGE OF HOMER
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
For The Yezr Endad Decembar 31, 2007

Program Revenues

Met {Expense) Ravanue and

Changes in Net Aszeis

Cperaling Capltal
Charges for Grants and Grants and Governmental Business-Type

Functions/Programs Expensas Sorvices Conlribulions Contribulions  Activities Activilias Tatal
Primary Governmen!
Governmenla] Aclivities

Lagisialive % 10609 - ) - % - £ [(1w0E0H % - £ {10508

General Government 178,821 3,134 - - {175687) - (175,687

Pubiic Safety 525,136 133,374 . - (331,762 - 1331.762)

Pubdic Works F26.057 827z 124,856 152,203 32274 - 32,274

Reorealional and Cuttural M 837 24538 35653 - {113.853) - {113,383}

Intarest and Fiscal Changes 3204 - - - 5. 2000 - (3,200
Total Govemmenial Achviliss 1,245 B0D 362 316 128.414 152,203 02867 - {602 BETY
Business-fype Aclivilies

Watar 191,719 173,842 - - - (177771 (17,787}

Sewsar 264,400 287,140 - - 22740 22,740

Interest and Fiscal Charges 25775 - - {25 775) (25.775)
Tolal Business-lype Aclivities 481,894 461 082 - - [20,812) (20,812}
Tola! Primary Governmeant $ 1,727 6%4 823,388  § 128414 % 152203 602,567 ) 120.812) (623,675
Geners Revenues

Taxes angd Pangltios 427,502 - 427 902

Licenses and Permils 5,866 500 6,365

Stale Grants 212,554 - 212,554

investment Income 5347 18,043 ¥1.520

Clher 38421 12,795 52,216
Tatal Ganeral Revenya 138280 31338 ¥70.568
Loss un Disposa) of Capital Assets {1,320} . £1,3203
TFransfers 17,423 {17,423} -

Change in Met Assels 152,456 {6,8397] 145,550
MNel Assets-Beginnmg 31,593,546 2851913 5,445,458
el Azssets-Ending L3 746,002 52,845 018 § 6.551 018

The Motes te Finangial Stalamenls ate an inlegral part of ths statement.
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VILLAGE OF HOMER
RECOMNCILIATION OF THE GOVERNMEMNTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
Decamber 31, 2007

Governmental Fund Balance - December 31, 2007 $ 1,286 357
Capital assets used in governmental achivities are not financial resources and therefore
are not repored in the governmental funds
Governmmenta) capital assets $5.444 522
tess: Accumulates depreciation {2,970,756) 2,473,766
Internal Service Funds are used by managemeant lo charge the costs of
certain actwibies to individual funds, The net current assets and liabilittes
of the Intermal Service Funds are included in fhe governmental actvities in
the Government-Wide Statermment of Met Assets 18,072
Dafered revenues reported in governmental funds are recognized as revenues in the
governmental activities 69,758
Long-term liabilities are not due and payable in the current period and are not reported
in the funds
Building Autharity Bonds Payable {56,000}
Accomulated Vacation and Sick Leave {47,551} £103,551)
Mat Assets of Governmenta) Activities $ 3,746,002

The Hotes to Financial Statemeants are an inkegra! part of this statement.
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Revenuns
Taxes and Penaltias
Litansas and Pgrmits
Federzl Granls
Siate {Grants
Contribulons kem Local Blnits
Charges lor Senvices
Fines and Farfalues
Intarazt and Renlals
Othar Revanue

Tolal Revanuas

Expendituras
Legislalive
Genorzl Govarnmant
Public Safety
Public Works
Regreation and Cuhurast
Capital Curtlay
Dabt Service

Tokal Expenditures

Excess of Ravanuas Ovar {Under)
Expendiyres

Qiher Financing Sources (Uses)
Proceads from Sate of Fooed Assets
Qparaling Transfers [n
Oparahing Transfers {ul)

Tatal Other Flmanclag Sources
Hses)

Excass of Revenues and Other
Sources Ovar (Under) Expenditures
and Qther Uses

Fund Bzlance - fanuary 4, 2007

Fund Balance - Decembar 31, 2007

VILLAGE OF HOMER

GOVERNMENTAL FUND STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
For tha Year Ended December 31, 2007

Non-Major Tolal
Malor tocal Governmental  Govoramendtal
General Sirepts Streetls Library Fire Funds Funds
3301025 & - £119,423 $ - b - 5 2247 3 4228599
5856 - - - - - 5,856
- 152.203 - - - - 152,203
212554 89514 35,342 3.558 - - 40 05848
- - - 65,088 87,340 24,050 178,404
F0,197 - - - . . 197
2,83r - - 17,681 - - 20,418
10,243 (551} 24,795 2858 1.984 15,882 53202
23.420 11,163 416 3458 BYT ig W3
826,106 252319 177977 4 A5 B0.DAD 42,198 1,283,130
10,604 - - - - - 10,609
163,534 . - 11,35 174,863
264 443 - - - 135,280 - 594,731
42,757 408153 83,468 - - - 534 378
17,068 - - 145,316 - 04 166,625
33,582 - 7,999 2872 - 44 453
- - - - - 11,200 11,208
531,850 408,153 83,4963 157315 138,962 22,833 1,341,562
4,176 {155.834) & S08 (62, 865) 148,082} 19,165 (L. T32)
ant - - - - - &0
25,423 127,253 - 32,8440 57,707 16,785 259,812
[(106.347}) - {127.253) - - {8, 789) 1242, 385y
(B0.123) 127,253 {127,263 32,540 57,707 4,000 18,224
14,053+ (28,581} (32,745} {30,225} 9625 27365 (40508}
16,741 46,415 G39,856 86 489 36 440 384,514 1,327 465
$ 03,754 § 11.834 86671 § 56,764 ¥ 46065 $471,879 51,286,957

Tha Hotes 1o Financia! Slalements are an intagral pac of thie statarmart,
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VILLAGE CF HOMER
RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES, AND CHAMGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2007

Net Change in Fund Balances - Total Governmental Funds $ {40,508)

Revenues in the staternent of activities that do not provide current financial resources are not
reported as revenues in the funds 17,228

Compensated absences raported in the slatement of activities do not require he use of current
financial resources and therefore are not reporled as expenditures in governmental funds 460

Repayrment of bond principal is an expenditure in the governmantal funds, but not in the 8,000
stztarmnent of activities (where it reduces dabt}

Allzeation of internal service funds {9,295)

Governmental funds repont capita! cutlays as expendilures. However, in the stalement of
activities, the cost of those assets is depreciated over their esttmated usefit lives:

Expendilures for capital asseis £ 356,770

Less: Current year depreciation 178,158

Less: Praceeds from Sale of Capital Asset 201

Less: Loss from Sale of Capital Assst 1,320 176,491
Change in Met Assets of Governimental Funds $ 152,456

The Modes to Financial Statermnents are an integral pant of this statement.
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VILLAGE OF HOMER

PROPRIETARY FUNDS STATEMENT OF NET ASSETS
December 31, 2007

ASSETS

Cash and Cash Equivalents
Receivables (Met)
Accaunts
Bond lssue Costs
Reskicted Assels
Capital Assets {MNet of
Accurnulated Cepreciation)

Total Assets

LIABILITIES ANDI NET ASSETS

Lizhilitias
Accounts Fayable
Accruad Liabilities
Due to Other Funds
Bonds Payable

Total Liabilities

MNet Assets
Mat Assels
investment in Capital Assets,
Net of Related Dabt
Restricted for Dep Service
Unrestricted

Tota) MNet Assals

Total Liabiliies and Net Assels

Internal
Entarprise Funds Total Service Fund
Sewer Water Enterprise Motar
System System Funds Pag)
L {8,737} 5 {61,575} 5 (70,.312) 3 12,316
70,252 40,009 110,351 -
- 15,752 5,752 -
245 B3R 126,463 422 001 -
1,923 682 1,075,981 2 599673 74,325
£ 2,280,735 1196730 $ 3477465 5 87 641
5 - % - & - % -
1.280 1,954 3,234 882
113,203 3,012 J16,215 67,587
368,000 45,000 513,000 -
482 483 149,966 632,448 68,568
1,665,682 036,991 2485673 74,325
255,538 126,463 422001 -
{52,968) {10,680} {63,658} {55,253}
1,798,252 1,046,764 2,845,018 19,672
$ 2280735 ¥ 1,186,730 $ 3477465 % 87 641

The Motes to Financial Statements are an integral pan! of this statement.
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VILLAGE OF HOMER

PROPRIETARY FUNDS STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

For the Year Ended December 31, 2007

Infernal
Enterprise Funds Total Service Fund
Sewer Water Enterprise Motor
System System Funds Pgol
Cparating Revenues
Licenses and Permits % - 5 500 % 500 : -
Charges for Services 287,140 173,842 451,082 81,272
Other Operating Revenue 234 12,561 12,785 248
Total Operating Revenues 2BV 374 187,003 474377 81,620
Cperating Expenses
Salaries and Fringe Benefits 98,155 88,550 184,745 45 834
Supplies 7150 10,800 18,059 2479
Professional Services 2832 17422 20,254 2669
Insurance and Bonds 3,724 2,165 5,889 G0
Maintenance and Repairs 5,891 14,182 21,073 11,793
Gas and Cil - - . 10,292
Miscellaneaus 1,289 1,187 2476 a0
Egquipment Renta) 4618 8,233 18,851 80
Transportation 299 250 549 210
Litilitiag 25,078 18,156 44 184 2,128
Depreciation 108 374 31,665 148,039 11,819
Total Operating Expenses 264 400 181,719 456,119 91,010
Operating Income 22874 {4,716} 18,268 {5,480
Monoperating Revenues {(Expanses)
Interest Earned on Investments 13,584 4,458 18,043 275
Interest Expense {20,400} (5,375} [25,773) -
Oparating Transfers {Cut) {2.711) {8,712} 17,423 -
Total Nonoperating Revanuss {Expenses) {15,527} {0,628 {25,155) 275
Change in Mef Agseis 7,447 £14,344) (6,897} {9,215}
Met Assets-January 1, 2007 1,740,805 1,061,108 2,851,913 28,287
Net Assets-December 31, 2007 $ 1798282 $ 1,046,764 § 2845016 $ 18,072

The Notes to Financial Statements are an integral part of this statement.
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VILLAGE CF HOMER
FROPRIETARY FUNDS STATEMENT OF CASH FLOWS
Far the Year Ended December 31, 2007

fnternal
Enterprise Funds Total Service Fund
Sewer Water Entetprise
System System Funds Moterpoal
Cash Flows From Operating Activities:
Cash Charges for Services 5 277,155 § 174283 % 451418 T 81272
Cther Operating Revenue 234 12,561 12,795 248
Cash Payments o Emplovees for Services {97,954} {BE.477) {184,431} {48,280}
Cash Payments o Suppliers for Goods and Senvices {64,093} {77,756} {141,8439) {30,784}
Met Cash Provided by Cperating Activities 115,342 22,581 137,933 2,456
w&8h Flows From Capital and Related Finanging Activities:
Payment of Principal £40,000) {45,000} {85.000) -
Payment of Inferast {20,400} 5,375} {25,775} -
Met Operating Transfars In {Out) {8,711) {8,712 {17,423)
Met Cash Used by Capilal and Related
Financing Activities {69,111) {58,087y  {128,198) -
Cash Flows From Investing Acliviltes:
Interest Earned on Cash Equivalents and Investmants 13,584 4,459 18,043 275
Purchase of Fixed Assels - - - -
Met Cash Provided {Used} by Invasting Activities 13,584 4,459 18,043 275
Met increase in Cash and Cash Equivalents 50815 {32,037} 27 i 273
Cash and Cash Equivalents at Beginning of the Year 226,986 95,925 323,811 10,585
{Including $269,765 in restricted sewer accounts)
{Including $142,117 in restricted water accounts)
Cash and Cash Equivatents at End of the Year T 285,801 $ 64888 § 351889 P 13318
{including $295,538 in reshicted sewer accounts)
fIncluding $126 453 in restricted water accounts)
Recongiliation of Oparating Income {o Net Cash
Provided by Operating Activities:
Operating Income {Loss} 5 22974 5 {4 716) % 18,253 : {9,480}
Adjushments to Reconcile Cperating Income to Nat
wash Provided by Operating Activilies,
Depraciation 108,374 31,665 140,039 11,819
Lecrease {Increase} in Accounts Receivable {0,985} 178 f10,164) -
Increase (Decrease) in Accounts Payable 6,262} {4,252} £10.514) {427}
Increase {Decrease} in Accrued Liabilities 247 73 314 554
Increase {Decrease} in Dus to Other Funds - - - .
Met Cash Provided by Operating Activities $ 115342 $ 22591 § 137833 S 2,456

The Noles to Financial Statements are an integral part of this statement.
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VILLAGE OF HOMER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Dagember 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Homer confarin to accounting principles generally accepted in the
Urited States of America {GAAP) as appficable o governmantal units, The following is a summary of the
significant accounting policies used by the Village of Homer:

REPORTING ENTITY

The Viltage of Homer was incorporated as a village in 1871 and is situated in the southeastern corner of
Cathoun County. The Village operates under an elected council of seven mermbers and provides services
to its almost 2,000 residents in many areas including police and fire protection and highway ang stree!
maintenance.  Education services are provided to citizens through several local school districts that ara
separate governmental entites.  The accompanying basic financizl stalements have been prepared in
accardance with criteria established by the Governpmental Accounting Standards Board far determining the
varioys govermnental organizations to be included in the reporiing entity. Basad on the significance of any
operational or finrancial relationships with the Village, there are no component units to be included in these
financial staternants.

SJOINT VENTURES

South Central Michigan Construction Code Inspection

The Village of Homer is 3 member of the South Central Michigan Construction Code Inspection,
Incorporated, which s organized to administer and enforce certain construckion codes and ordinances
adopted by each of the member municipalities. SCMCC! cansists of several member municipalities in
Michigan. Each participating municipality selects a representative to SCMCCIL These include City of
Albich, Village of Athens, Brady Township, Burlington Township, Burr Oak Township, Burr Oak Viliags,
Calon Township, Gonvis Township, Village of Homer, Homer Township, Leonidas Township, Lockport
Township, NHPB-Indian Housing Authority, Park Township, Sherman Township, Vitage of Springport and
Tuscola Township. SCMCCI charges homeowners and builders a fee for permits and inspections. The
members do not have an ownarship interest in SCMCCI, and are not entitled ko any share of net assels as
a resuit of termination of membership.

The following financial information of the joint venture is as of and for the year ending September 30,
2607

Total Assets $ 157,310 Total Revenues $ 856531
Total Liabilities $ 34,8598 Total Expendilures % 796,767
Tedal Net Assets $ 122442 Increase (Decrease’ in Net Assels $ 59,764

Total Joint Venture Outstanding Debt  § -

Complete financial statements for the joint venture may be obtained from:
Jerry Stonebraker
Village of Homer
203 N Main Strest
Harnar, M1 48073
817-568-4321
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VILLAGE OF HOMER
NOTES T FINANCIAL STATEMENTS
For the Year Ended December 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES {Continued)

GOVERNMENT-WIDE AMD FUND FINANCIAL STATEMENTS

The governmant-wide financia! statements fi.e., the statement of net assets and the statement of changes
tn et assets) report information on all of the nonfiduciary activiies of the primary government, For the
most part, the effect of interfund activity has been removed from these statemenis,  Governmenta)
activities, normally supported by property taxes and intergovernmental revenues, are reporied separately
rom business-kype activities, which rely to a significant extent on fees and charges for support.

The statement of aclivities demonsirates the degreg to which the direct expenses of a given function or
segment are offset by program revenuss. Direct expenses are those that are clearly identifiable with a
specific function. Program revenues include: {1) charges lo cusiomers who purchase, use or directly
beneiit from goods, services, or privileges provided by & given function; and {2} grants and conlrbutions
that are restricled to mesting the operational of capitat requirements of a particular function. Taxes and
other items not properly included among program revenues are reported instead as general revenue,

Separate financial statements are provided for governmental funds, propristary funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
gevernmental funds and majer individual entergrise funds are reporled as separate colurans in the fund
financial statements,

The government-wide financial staternents are reported using the economic resources measurement
focus and the accrual basis of accounling, as are the proprietary fund and fiduciary fund fimancigl
staternents. Revenue is recorded when earned and expenses ate recorded whan a liabillty is ncurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenus in the year for
which they are levied. Granls and similar iteths are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Govemnmental fund financial staternents are reported using the current financial rescurces measurement
focus and the modified accrual basis of accounting. Rewvenus is recognized as sgon as it is both
rmeasurable and available. Revenus is considered ¢ be available if it is collected within the current period
oF suon enough thereaiter to pay Habilities of the current period. For Ehis purposs, the Village considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures genarally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures, expenditures refating to compensated absences, and claims and judgments
are recarded anly when paymant is due.

Property taxes, state grants, licenses and permits, charges for services ang interest associated with the
current fiscal period are all considered to be susceplible to accrual; therefore, they have been recognized
as revenus in the current fiscal period. All other revenues are considered to be measurable only when the
Village receives cash,

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

Taxes Receivable - The Village property ax is levied on each July 1* based on the taxable valuation of
property located in the Village as of the preceding December 31

it is the Village's policy to recognize revenus from the current tax levy in tha year when the proceeds of
this levy are budgeted and made “available” for the financing of operations. “Available” rmeans coflected
within the current period ar expecied to be collected soon enaugh thereafler o be used to pay habilities of
the current period (60 days).
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VILLAGE OF HOMER
NOTES TO FINAMNCIAL STATEMENTS
For the Year Endad December 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

MEASUREMENT FOOUS BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION
{Continued)

The 2007 State taxable valuation of the Vilage tolaled $26,201,944 on which ad valorem taxes levied
consisted of 113748 mills for Village operating purposes and 4.549% mills for Village strest aperations,
raising $299,082 for operaling and $120,913 for street operations. The amounts recognized in the
General Fund financial statemments as current property fax revenue represent 2007 taxes collected and
2008 delinguent taxes coltected in the currant fiscal vear,

The Village reporis the following major governmental funds:

« The General Fund is the Village's primary operating fund. 1t accounts for 81l financia! resources of
the general government, except those required o be accounted for in another fund, Revenues
are prirnarity derived from property taxes and state shared revenus.

+ The Major Street Fund accounts for the mainienance of all major streets and kunk lines.
Financing is provided by special revenues from provisions of Act 51 of 1851 as amended.

+ The Local Street Fund accounts for the maintenance of all local strests. Financing is provided by
special revenues from provisions of Act 51 of 1851 as amended,

* The tibrary Fund accounis for the revenue and expenses for the operation of the library.

* The Five Fund accounts for the revenue and expenses for the operation of the fire department,

The Viliage reports the following major proprietary funds:
= The Water Fund accounts for the eperation and maintenance of the waler supply sysiem, capital
additions, and retirement of revenue bonds,  Financing is provided by wser charges and
contributions by ofher funds and customers.
* The 3ewer Fund accounts for the operation and maintenance of the sewage disposal system,
capital additions, and improvements and retirement of revenue bonds, Financing is provided by
uszar charges and contributians by other funds and customers.

Additionally, the government reports the fallowing fund fypes:
+ The Internal Service Funds account for major machinery and equipment purchases and
miaintenance provided ko other departments of the government on a cost reimbursement basis.

Private-sector standards of accounting issued prier to Clecernber 1, 1889, are generally fallowed in bath
the goverament-wide and proprietary fung financial statements to the extent that those standards do not
caonflict with the standards of the Governmental Accounting Standards Board. Governments also have the
option of following subseguent private seclor guidance for their business-ype aclivities and enterprise
funds, subject to the same limitations. The Village has elected nok fo follow private-sector standards.

As 3 general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceplions to this general ruls are charges between the government's water and sewer
function and various other functions of the government. Elninations of these charges would distort the
direct costs and program revenues reported for the various functions concerned.

Amounts reported as program revenue include: {1) charges to customers or applicanis for goods,
ServVices oF privileges provided; (2) operating grents and confributions; and (3} capital grants and
conlributions, including special assessments. Internally dedicated resources are reported as general
revenue rather than as program revenue. Likewise, general revenue includes all taxes,
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VILLAGE OF HOMER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANGIAL STATEMENT PRESENTATION
{Continued)

Froprietary funds distinguish operating revenua and expenses from nen-cperaling items.  Operating
revenue and expenses generally resull from providing services and producing and delivering produsts in
eonnectioh with a proprietary fund's principal ongoing aperations. The principal eperating revenue of our
proprietary funds relale lo charges to cuslomers for sales and services, The water ang sewer fund also
racognizes the portion of tap fees intended o recover current cost {e.g., labar and materials to hook up
new customers) as operating révenue. Operating expenses for proprietary funds include the cost of sales
and services, administrative expenses, and depreciation on capital assels. Al revenue and expenses niot
meeting this definihon are reported as non-cperating revenve and expenses.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Bank Deposits and investments - Cash and cash equivalenis are considerad {o be cash on hand, dermand
deposits, and shori-term investments with a maturity of three manths or less when acquired. Investments
are stated at fair valua.

Receivables and Payables - in general, oulstanting balances betwesn funds are reported as “due toffrom
other funds.” Activity between funds that is representative of lending/borvowing arrangements outstanding
at the end of the fiscal ysar is referred to as "advances tofirom other funds”  Any residual balances
outstanding between the governmental activities and the business-ype achvities are reported in the
government-wide financial statements as “internal balances ”

All trade and praperty lax receivables are shown as net of allowance for uncollectible amounts. Properly
taxes are levied on each July 1% based on the taxable valuation of praperly located in the Village as of the
preceding Dacember 31¥. These taxes are due on August 31 with the final callection date of Septermber
15. After that date, they are added 1o the counly s delinguant tax rolls.

The delinguent real property taxes of the Village are purchased by Calhoun County. These taxes have
Been recordad as detarred revenue in the fund financial staterments for the current year since they are not
available to fund expendilures of the current period.

Designated Assets - The Village has designated assets for public safety, communily interest and
equipment. By designating & portion of fund balance for a specific purposs, the Village Councll has
established a policy that the amounts designated are to be used for a specific purpose. The Village
Council can change the amounts so designated if they desire.

Restricted Assets - The Village has restricted assets for building authority. By restricting a portion of the
tund balance for a specilic purpose, the Village has fimited the use of the funds for that specific purpose
only. The Village Council cannot change the amounts restricied and cannot spend the restnicted funds for
anything other than building authorily. The revenue bonds of the enferprise funds require amounts to be
set-aside for debt service principal and interest, capital improvements and a bond reserve. These
amounts have heen classified as restricted asseds,

Retainad Earnings Fesarve - In e Sewsr and Waler System funds, certain amounts of the retained
eanings are reserved for bond and inferest redemption and capital improvements. The amounts of the
reserves are established by bond ordinances. Any usg of the reserve batances waould be a viclation of the
bond ordinances.
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VILLAGE OF HCMER
NOTES TO FINAMNCIAL STATEMENTS
For the Year Ended December 31, 2007

SUMMARY CF SISNIFICANT ACCOUNTING POLICIES {Continued)

ASSETS, LIABILITIES, AND MET ASSETS CR EQUITY {Continued)

Capital Assets - Canital assets, which include property, plant, equipment, infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar iterns) are reported in the applicable governmental or business-type
activities column in the government-wide financial statements. Capital assets are definsd by the
government as assels with an initial individual cost of more than 33500 and an estimated wuseful life in
excess of wo years. Such assels are recorded at historical cost or estimated histarical cost if purchased
or constructed, Donated capilal assels are recorded at estimated far marke! value at the date of
denation.

Property, plant and equipment is depreciated using the straight-line method over the fallowing usefu! lives:

General Assels
Buildings and Improvements 20 to B0 vears

Water and Sewsr Lines 50 to 75 years
Furnityure 5to 10 years
Cate Pracessing Eguipment 2o 7 years
Equipment 2to 7 years
tnfrastructure Assels

Road 2 1o 30 vears
Sidewalks 10 to 30 vears
Bridges 12 to 50 years
Eraing, Curbs, Gutters 8 to 40 years

Compensated Absences {Vacation and Sick Leave) - Vacation pay is earmed by all full time employees
according to the length of thelr employment and is available for use annwally, not on an accrual basis.

Vacation lime is paid at the employee's current pay rate and must be vsed in the year available. Any
unused vacation time at the nearest pay date to their anniversary date is paid out {0 the emploves's
current rate of pay. Upon tarmination of employment, employees will be paid for ali unused vacation time.

Full time employees earn personal Bme of tweanty-four hours each vear. Personal Hms is earned based an
the employee’s anniversary date. Employees may not accumulate personal time from ysar-to-year.

Sick leave time is earned at the rate of twelve days per year by full time employees. Sick leave is paid at
the employee's current rate of pay and benefils can accumulate to & maximum of 60 days. Sick lsave
accruad is to be patd to the employess for any unused accunutated sick leave st the ime of termination
of employment for any reasan.

Long-Term Obligations - In the govemment-wide financial stalements ang the propristary fund types in
the fund tinancial staterments, long-term debt and other long-term obligations are reporied as lizbilities in
the applicable governmantal activities, business-type activities, or proprietary fund type staternent of net
assels. Hond premiums and discounts, as well 2s issuance cosls, are deferred and amortized over the
fife of the bonds using the effective interest method. Bonds payable are reporied net of the applicable
bond premium or discount. Bond issuance costs are reporied as deferred charges and amorized over
the term of the related debl. In the fund financial statements, governmental fund Yypes recogrize bond
preriums and disgounts, as well 85 bond issuance costs during the current period. The face amount of
debt issuad is reported as other financing sources. Premiums received on debt issuances are reported a8
ofher financing sources while discounts are reported as otiter financing uses. Issuance costs are repored
as debt servics expendilures.
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VILLAGE OF HOMER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Decamber 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued}

ASSETS, LIABILITIES, AND MET ASSETS OR EQUITY {Continued)

Fund Fquity - In the fund fihancial statemenis, governmanial funds report reservations of jund balance for
amounts lhat are not available for appropriation or are legally restricted by oulside pariies for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subjact te
change.

ENCUMBRANCE ACCOUNTING

Encumbrance asccounting, under which purchase orders, confracls, and other commitmenis for the
expenditures of manies are recorded in order to reserve that portion of the applivable appropriation, is not
employed by the Village of Homer,

STEWARDSHIP, COMPLIANGE AND ACCOUNTABILITY

Budgetary information - Budgets are adopled on a basis cansistent with generally accepled accounting
principles far all governmental funds. This basis is consistent with accounting principles generally
accepted in the United States of America, Annua) appropriated budgets are adopted for all required
governmental fund types. The Village Boards prepares the annual budgeds prior 1o December 31, A
Public Hearing is conducted to oblain taxpayers’ comments. The budgat decuments present information
by fund, function, department and line tems. The legat level of budgetary contro! adopted by the
governing body is the department level, except for the Likrary and Fire funds, which are the line ttemn tevel,

EXCESS GF EXPENDITURES CVER APPROPRIATIONS N BUDGSETED FUNDS

F.A 621 of 1978, section 18{1), as amended, provides that a local unit shall not ncur expenditures in
excess of the amaount aporopriated.

During the year ended December 31, 2007, the Village incurred expendiiures in cartain budgeted funds,
which were in excess of the amounis appropriated, as follows:

BUDGET ACTUAL BUDGET
FUND APPROPRIATION EXPENDITURE VARIANCE
General
Public Works:
Street Lighting 3 31,580 3 33,674 .3 2,084
Recraational and Cultural:
Prormotional 5 5168 3 6,057 5 1,389
Lacal Strest:
Street Rouline Maintenance 3 11,981 3 46,554 3 34,573
Library;
Telaphone $ 2,000 % 2046 T 46
Contracted Services $ 3822 3 4 004 3 382
Transporiabion - 580 % 580 3 20
Miscellaneous % 1,291 3 1,805 & 314
Fire:
Miscaltaneous $ - ;S 1,545 ¥ 1,845
Liifities % 7800 % 3,588 3 EBS
Capital Quilay % B70 S 2,572 % 2002
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VIt L AGE OF HOMER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Decembear 31, 2007

DEPOQSITS AND INVESTMENTS

Michican Compiled Laws Section 128,91, authorizes the Village to make deposits and invest in the
aceounts of federally insured banks, credit unions and savings and loan assaciations; bonds, securilies
and other direct obligations of the United Siates, or any ananey or instrumeniality of the United Stales;
Umited States goverimment or Federal agency obligation repurchase agreements, bankers’ acceptance of
United States banks, commercial paper rated by two standard rating agencies within the two highest
classifications, which mature not more than 270 days after the date of purchase; obligations of the State of
Michigan or its political subdivisions which are rated investment grade; and mutual funds composed of
mvestment vehicles which are lsgal for direct investment by local units of government in Michigan.
Financial inshifutions eligible for deposit of public funds must matntain an office in Michigan.

The Village has designated one bank and two investment companies for the deposit of the Village of
Haormear funds.

The Village's deposits and investments are in accordance wilh statufory authority.

Al year-end, the Village's deposits and invesirments were reported in the basic financizl staternents in the
following categorias:

TOTAL
GOVERNMENTAL BUSINESS-TYPE FIDUCIARY PRIMARY
ACTIVITIES ACTIVITIES FUNDS GOVERNMENT
Cash and Cash Equivalents £ 413,185 % (70,312} S - $ 342 873
investments 576,632 - K75,632
Rastricted Assels 81,383 422 001 - 483,384
Totat $ 1.051,200 $ 351683 3 - $ 1,402,889
The breakdown between deposits and investmeants is as follows:
PRIMARY
GOVERNMENT
Bank Deposils $ 1,402,752
{Checking and Savings Accounts, Cerlificates of Deposil)
Investment tn Securitics
{Mutual Funds and Similar Yehiclas}
Pelly Cash and Cash on Hand 100
Total g 1,402,889

Custodial credit risk is the risk that the Village will not be able fo recover its deposits in the event of
tinancial institution failure. The Village's deposits are exppsed to custodial credit risk f they are nod
covered by federal deposifory or securities investor insurance and are uncollateralized. Al Decemnber 31,
2007, the Village had deposits with a canying amount of $1,402 789 and a bank balance of $1,403,351.
f the bank balance, $408,016 is covered by faderal depository or securities investor insurance, $955 335
is uninsured and $0 is collaterglized. The Village believes lhat due to the dollar amounts of cash deposits
and the limits of the FDIC and SIPC insurance, it is impractical to insure afl deposiis. As & resull, the
Village evaluates each financial institution with which it deposits funds and assesses the level of risk of
gach institution, anly those institulions with an accepiable estimated risk level are used as deposilories.
The Village's investment policy does not identify interest rate risk, foreign surrency risk or congentration of
credit risk.
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VILLAGE OF HOMER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Decembar 31, 2007

CAPITAL ASSETS

Capital asset aclivity of the primary govarniment for the current year was as follows:

BEGIHNNING EMCING
BALAMNCE INCREASES DECREASES BALANCE

Governmental Activities
Capital Assels not Betng Depreciated

Land $ 75876 ¥ - - ¥ 75678

Subiotal 75678 - - 75676
Capital Assets Being Deprectated

Bnildings 2443437 - 2443437

Furniture 119,850 - - 119,860

Equipment 24080313 35,845 1,001 2,442 357

Data Processing Equipment 40,700 8,808 4 800 44,508

Infrastructure 184,910 212,317 - 497,227

Subtotal 2,197,010 356,770 5,801 5,547,979
Less Accumulated Depreciation for

Buildings 1,285,436 50,466 1,335,962

Furnitura 68,262 BTG 7T038

Equipment 1,488,861 113,935 1,400 1,601,796

Data Processing Equipment 289,775 3,815 2,680 30510

Infrastructure 16,533 12,885 - 29,818

Sublotal 2,880,267 189,877 3680 3,075,564
Met Capital Assels Being

Bepreciated 2,307,743 166,783 2421 2472415
Governmential Activities Total

Capital Asgets-Nel of

Depreciation $2,383,419 $ 165,793 2921 $2.548 051
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VILLAGE GF HOMER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Decomber 31, 2007

CAPITAL ASSETS {Continued)

BEGINNING ENDING
BALANCE INCREASES DECREASES BALANCE

Business-Type Activities
Capital Assets not Being Depreciated

Land $ 152,000 $ - £ - $ 152000

Sublotal 152,000 - - 162,000
Capital Assels Betng Depreciated

Buildings 322,197 - - 322107

Equipment 48,263 - - 48,263

Sewar Plant 3625736 - - 3,628 736

Infrastructurg 2,534,798 - - 2,834,798

Subtotal 4,630,904 - - 6,630, 004
Less Accumulated Depreciation for

Buildings 296,718 2,752 - 289,470

Equiprnent 24,839 2,840 - 27,679

Sawer Plant 1,754 078 104,910 1,258 986

Inkrastruciure 1,567 558 28,537 - 1,597 055

Sublotal 3,643,182 140,038 - 3,783,231
Mat Capital Assets Belng

Depreciated 2,887,712 {140,033} - 2847673
Business-Type Activittes Total

Capital Assats-Net of

Cepraciation $3.139.712 $ (140,038 & - £2.903673

Depreciation expense was chargad to programs of the Village as follows:
Governmental Activities

General Government 3 4418
Pubtic Safely 125403
Public Waorks 12,985
Recreation and Cultural 35,352
iviotorpool ___1i.gig
Total Government Aclivities $§ 188,977
Busingss-Type Activities
Water $ 3165
Sewer 108,374
Total Business-Type Activitiss § 140,039

24



VILLAGE CF HOMER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Docember 31, 2007

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The composition of interfund balances is as follows:

FUND RECEIVABLES FLNLC PAYABLES
General Fund % 5,915 Fire Fund 3 4 540
Local Streat 177 887 tdotorpool 87 587
Building Authority 4,500 Watar Fund 1042

Sewer Fund 113263
b 188,302 I 188,302
TRANSFERS TRANSFERS

FUND 1N FUND OuT
Genera) b 25423 General 5 106,347
tdajor Streets 127,253 Local Streets 127,253
Library 32 640 Parks Maintenace 8000
Fire av. 707 Park System 738
Parks Maintenace VRG Sewer 8711
Fire Truck 16,000 Water 8,712

& 258812 E 259,812

The interfund receivables and payables represent money owed to the funds for expenses paid by other
funds for various expenses. Transfers were used lo move revenues from the fung fhat is reguired to
collect them to the fund where expenditures were expended and to move unrestricied revenuss collested
in the genaral fund o finance various programs accounted for in ofher funds i accordance with budgetary
authorizations.  In addition, the local street fund is allowed under Act 51 to share 2 pariion of ks tax
revenues with the major sireet fund.  Transfers out of sewer and water represent fees in lieu of faxes.

LONG-TERM DEBT

The government issues bonds to provide for the acquisition and construction of major capital facilities,
General obligation bonds are direct obligations and pladge the full faith and credit of the goverriment.
County contractual agreements and installment purchase agreemenis are also general obiigations of the
government. Special assessment bonds provide for capital improvements that benefit specific properties,
and will be repaid from amounts levied against those properties benefifed fram the construction. In the
avent fhat a deficiency exists because of unpaid or delinguent special assessments &t the time a debt
service payment is due, the government is obligated to provide resources fo cover the deficiency unlil
ofhier resources {such as lax sale proceeds or 3 re-assessment of the diskrict) are received. Revenue
bonds invoive a pledge of specific income derived from the acquired ar constructed asssts to pay debt
senvice.
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VILLAGE OF HOMER
NOTES TO FINANCIAL STATEMENTS
Far the Year Ended December 31, 2007

LONG-TERM DEBT (Gontinued}

The following is a summary of the debt outstanding of the Village of Homer as of Becember 31, 2007:

INTEREST FPRINCIPAL  BEGSINNIMNG ACDITICN EMBING OUE WITHIMN
HATE MATURES BALANCE (RECUCTIONS) BALANMCE UNE YEAR
Primary Gowvarnment
Governmantal Activitios
Burding Authority Bonds 5005, 2015 £ £4,000 £ @Bo0y % 55,000 $ B000
Chiner Ligbilities
Caompangaled Absences - - 48041 (500 A7 5651 47,551
Tatal Govemmental Activilies 5 112011 3 (macn 3 103,551 $ 55551

Business-Typa Activities

Revenue Bonds
2004 Water System 2.00:3.25%, 2010 i 190,000 & {asoohy % 145, 000 § 45000
Sewer Contracts 5.00% 2007 £0R, 000 {490,060} 368,000 40,000
Total Business- Type Ackivitias ] 546,000 & (85000 % 212000 £ 85000

The compensated absence lability sttributeble to the governmental aclivities will be liquidated by the
Vilage's governmental funds. The annual requirements to pay principal and interest on long-term bonds
outstanding for the primary government are as follows:

Govemmgrdal Actvilies Business-Type Activilies
Yaar End December 31 Principal Interest Principal Intarest
2008 L3 8,004 g 3,000 3 85,040 5 22,763
20059 800G 2,60 80,000 19,527
2000 8,000 2.200 90,000 16,027
2011 8,000 1800 40,000 134060
2012 8,000 1,400 46,000 11,406
20N 3-2017 16,006 1,801 168,000 25416
Total b3 36,000 b3 12,803 3 513,000 3 108.5i7

RISK MANAGEMENT

The Villags 15 exposed to various risks of loss related to theft of, damage to, and destroction of assels;
errars and omissions; injuries to employees, and nafural disasters. The Village manages its risk exposure
and provides certain employee benelils thorough s combinalion of risk management pools and
commercial insurance.

The Village participates in the Michigan Municipal League for general and automaobile liability, motor
vehicle physical demage, property damage, and workers compensation coverages. The Michigan
Municipal Liability and Property Pool were established pursuant ko taws of the State of Michigan, which
authorizes local units of governmant to jointly exercise any power, privilege of authority which gach might
exercise separately. The purpose of the poot is to jointly exercise powers commaon to each participating
member to establish and adrinister a risk management prograny, o prevent or lessen the incidence and
severity of casvally losses occuming in the operation of s mambers, and to defend and protect any
member of the authorty against iiability or loss.
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VILLAGE CF HOMER
NOTES TO FINANCIAL STATEMENTS
Faor the Year Ended December 31, 2007

RISK MANAGEMENT (Continued}

The Michigan Municipal Liability and Property Pogl, while it operates under e Michigan Legislation of
Fublic Act 138, does nol aperate as a risk pocl due to a total Iranster of risk o refnsurance companies
backing the Michigan Municipal Liabilily and Properly Pool. Due to this reinsurance purchase, fhere is no
poaling of risk bebwreen mambers.

The Michigan Municipal Liability and Property Pocl chose ko adopl the forms and endorsements of
conventional insurance profection and to reinsure these coverages 100%, rather than ulilize a risk poo! of
member funds to pay individuel and collective josses up to a given refenlion, and then have reinsurance
above that retention amount.

The individual members are responsible for their self-retention amounts {deduckibles) that vary from
mamber to member.

The Village also provides empioyes banefits through the Michigan Municipal League with programs
underwritten by commercial insurance carriers,

Al Decemnber 31, 2007, there were no claims, which exceeded insurance coverage, The Village had no
significant reduction in insurance coverage from previous years.

RETIREMENT PLAN

The Village has a defined benefit pension plan covering substantially all full-fime employees, The plan is
cperated by the State of Michigan Municipal Employees Relirement Systemn {(MERS), which is a cost
sharing, multipls-employer relirement systern. MERS issues a publicly available financiat repor that
includes financial statements and reguires supplemmental information. The report may be obtained by
writing to the Systern at 1147 Municipal Way, Lansing, M) 48917,

The pension plan provides pension, death and disability benefits. Benefits vest after 10 vears of service.
Mormal retivament is based on one of the following requirements:

1. Age 60 and 10 or more years of credited sarvice.
2. Age 55 and 15 or more years of credited service {reduced benefit),
3. Age 50 and 25 or more years of credited service {reduced benefit).

Pension Benefit Obligation

The actusarial accrued liability was deferminad as part of an actuarial valuation of fthe plan as of Decemiber
31, 2006, Significant actuanal assumptions used in delermining fhe pension benefit abligation inciude {a)
a rate of return on the investment of present and future assets of 8.0%, (b) projecled salary increase of
4.5% per year, (¢} additional projected salary increases based on an age related scale fo reflect
seniorityimerit, {d} the assumption that benefits will increase 2.5% per year (annually) after retfrernent, and
{e} withdrawal rates based on years of sarvice for mambers less than live years of service, and based on
age for members over five years of service. Both (a) and {b) include an inflation assumnption of 4.5% per
year, The actuarial value of assets was delermined using techniques that smooth the effects of short-
terma vofatlily aver & ten-year pericd. The standard amonization period to fund the unfunded liability is 25
years for posilive unfunded liabilities, and 10 years for negative unfunded labilities {assels exceed
lizhilities).
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RETIREMENT PLAN {Continuecd)

Contributions Reguired and Conlributions Made

MERS hending policy provides for pertadic employer conbributions at actuarially determined rates using the
entry age normal method that, expressad as a percentage of annua! coverad payroll, are designed to
accumulate sufficient assets lo pay benefils when due. The Village has not made any contributtons for the
eight years praceding Janvary 1, 2003, Under the Accelerated Funding Credite Program, municipatities
with funding percentages that exceed 110% are not required o make annual cardributions.

The funding percentage is based on the ratin of assels (at actuarial value) lo the acluasial accrued
liabilities. The Viltage's funding percentages have excesded 110% for the preceding eight vears.
Three-year trend information as of December 31 follows:

2006 2005 2004

Annuzl Penzion Gost 3 15,864 3 6321 % 4§75

FPercentaga of APC Contributad TO0.00% 160 00% 100.00%

Hat Penslon Obkgalion - - .
(A Agtoaeial Valoe of Assels 1,010 956 244,531 807 436
(8} Actoarial Accrued Liabitity QIG 613 813,011 744 518
(S} Excess of Assets Ovar A4 (Aj-(B) G4 337 131,520 162 813
{0} Funded Ralio (AJNBR) 110.30% 116.18% 121.88%
{EY Coverad Payrolt st A7 52 YRGB 315653
{F} Excess Percentags of Covered Payioll {CHHE} 26 42%, 36.26% 36 21%

DEFERRED COMPENSATION FLAN

The Village offers an optional deferred compensation plan created in accordance with the Internal
Revenue Code, Seclion 457, The plan is available to one employes and allows the participant to defer a
portion of current income to further years to shelter such funds and earning from state and federal taxation
until withdrawal. The deferfed compensation is not available to the participant until the employes's
tarmination, retirement!, death or unforeseeable emergency.

The plan is admiristered through a third-party administrator. The Village does not pedform the investing

function and has no fiduciary accountabililty for the plan. Thus, plan assets and any refated liabilities 1o the
plan participant have been excluded from the Village's hasic financia! stalemenis.
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VILLAGE OF HOMER
BUDGETARY COMPARISON SCHEDULE - (3GENERAL FUND
For the Year Ended December 31, 2007

VARIANCE
ORIGINAL AMENDED WITH AMENDED
BUDGET BUDGET ACTUAL BUDGET
Beginning of Year Fund Balance $ 79,7414 $ 79,741 b 79,741 3
Resources {inflows)
Taxes and Penalties 298 200 301,027 201,029 2
Licenses and Permits 5,300 6,070 5,866 {204)
State Grants 221,000 212,651 212,554 {97
Charges for Sarvices 72,766 72,768 70,197 {2,565}
Fines and Forfeitures 4,350 4 450 2,837 £1,613}
Interest and Rentals 12,400 12,2060 i(G,203 £1,897)
Ofher Revenue 11,340 31,340 23,420 {7.820)
Total Resources £25.316 640,504 £26, 108 {14.308)
Chargss lo Appropriations {Qutflows)
Legiskative 19,180 71,280 10,809 a1
General Government
Fresident 17,842 28,344 28,041 N3
Election 1,650 1,678 1673 3
Accounting Cepartment 23,595 23.973 23,731 242
Aurcit 2,500 18,720 70,682 5,038
Attorney 4,000 15,500 14,275 1,225
Clerk 21,480 20,741 18,037 2,704
Treasurer 22,030 19,861 17,306 2,585
Buildings and Grounds 33,370 52,064 49,789 2275
Fublic Safely
Police 287,185 264,484 262 986 1,488
Planning and Zoning 1,500 7,500 1,457 43
Public Works
Street Lighling 31,000 31,530 33674 {2034}
Sidewalk Replavement 5470 10,2868 4075 1,211
Locally Administerad Streats 4.422 4,325 g 4,218
Recreational and Cultural
Parks 16,320 11,285 10,448 B37
Promictional 8,307 5,188 6,557 {1,389)
Capital Cuttay 42,108 32990 33,582 1,408
Totat Charges o Appropriations 533,551 552,818 531,830 20, /88
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BUDGETARY COMPARISON SCHEINILE - GENERAL FUND {Continued)
For the Year Ended December 31, 2007

Excess of Resources Owver
{Under} Appropriations

Other Financing Sources (Lses}
Froceeds from Sale of Fized Assel
Cperating Transfers In
Operating Transfers {Cut)

Total Other Financing Sources {Usas)
Excess of Resources and Other Sources
Ower {Under) Appropriations

and Other Uses

Budgetary Fund Balance -
Drecernber 31, 2007

VILLAGE OF HOMER

VARIANGE
ORIGINAL AMENDED WITH AMENDED
BUBGET BUDGET ACTUAL BUDGET

91.765 87,686 94,176 6,490
- 2,402 801 {1.601)
25 423 42 965 25,423 {17,542}
(106,348 {106,348} {106,347} 1
{80,925 (60,981} (80,123) {19,142)
10,840 26,705 14,053 (12,652}
$ 90581 § {08446 $ 93704 $  {12,652)




Fur the Year Ended December 31, 2007

Beginning of Year Fund Balance

Resources {Inflows)
Fedaral Grants
State Grants
Interest and Rentals
Cther Revenue

Taotal Resources

Charges to Approprigtions (Culflows)
Public Viorks

Street Administration
Street Routine Matntenance
Stroet Winter Matnlenance
Traffic Services
Treaes
Street Constroction

Total Charges to Appropriations

Excess of Resources Cver
{Undert Appropriations

Other Financing Sources (Lises):
Operating Transfers In
Operafing Transfers Cut

Toigl Other Financing Sources {Uses)
Excess of Resources and Other Sources
Cwer {Under) Appropriations
and Other Uses

Budgetary Fund Balance -
Decamber 3%, 2007

VILLAGE OF HOMER
BUDGETARY COMPARISON SCHEDULE - MAJCR STREET FUND

VARIANCE
ORIGINAL AMENDED WITH AMENDED
BUDGET BUDGET ACTUAL BUDGET
$ 40415 $ 40415 $ 40415 $ -
386,024 386,024 152,203 {233,821)
383,405 383,405 89,514 {253,891)
4.900 4,900 (561 (5.461)
] 11,163 11,1863
774,329 774,329 252,319 (522 810}
23,274 37,657 24,590 13,067
58,434 62,314 52,226 10,088
13,965 12,862 11,719 1,083
3,792 2,552 1,107 1,485
2,409 9,354 7,994 1,360
941,882 927.302 310,517 616,875
1,053,766 1,052,111 408,153 543,958
(279,437} (277,782 {155,834 121,948
281,416 281,416 127,253
281,416 281,415 127,253 {154,183}
1,979 3,634 {28,581} {32,215)
$ 42394 § 44049 $  §1.814 $ (32,215
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VILLAGE GF HOMER
BUDGETARY COMPARISON SCHEDULE - LOCAL STREET FUND

Far the Year Ended December 31, 2007

VARIANCE
DRIGINAL AMENDED WITH AMENDED
BUDGET BUDGET ACTLULAL BUDGET
Beginning of Year Fund Balance F 599,866 ¥ 653866 $ 689866 % -
Resources {Inflows)
Tanes and Panaities 100,000 100,000 112,423 19,423
State Granls 34,000 34,000 35,342 1,342
Interest and Rentals 14,500 14 500 22,796 8,788
Other Revenue =LK1 G0 415 (184}
Tobal Resources 148,100 149,100 177,977 2B B7V
Charges o Anpropriations (Outflows)
Public Works
Blrest Administration #1,342 23,328 1V 724 5,608
Sireet Routine Maintenance 12,386 11,981 46,554 {34,573)
Strest Wintar Maintenance 12 485 12,490 8174 £316
Traffic Services 4 235 39213 1.455 2,458
Trees 13,231 13,731 7,765 5,866
Street Conskruction 71,6520 70,555 1.800 68,755
Tota! Charges to Appropriations 135.859 135,548 83,469 22,530
Excess of Resqurces Over
{inder) Appropristions 13,101 13,101 o4 508 81,407
Cther Financing Sources {Uses):
Cperating Transfers In 10,000 10,606 - £10,000)
Cperating Transfers Qut {281.418) (2814183 {127.253} 154,163
Total Other Financing Sources (Uses) (271,416} (271,418} {127,253} 144,163
Excess of Resources and Other Sources
Over (Under Aporopristions
and Other Uses (258,315} {258,315} (32,745 225,570
Budgatary Fund Balance -
Decermber 31, 2007 3 441.551 % 441,651 3 867,121 2 225570
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Beginning of Year Fund Batance

Rasources {Inflows)
State Grants

Contributions from Local Units

Fines and Forfetls
tntarest and Renlals
Other Revenue

Total Resources

Charges to Apprapriations {Ouiflows)
Recreation and Cullural:

Wages and Fringes
Training
Supplies

Bogks and Magazines

Telephone
Contracted Services

Professional Services

Prometionzl

Printing and Publishing

Insurance
Transportation

Maintenance and Repairs

Miscellaneocus
Litilities
Capital Gutlay

Tolal Charges o Appropriations

Excess of Resources Over
{Under} Appropriations

VILLAGE 2F HOMER
BUDGETARY COMPARISON SCHEDULE - LIBRARY FUND

For the Year Ended Cecember 31, 2007

VARIANCE
ORIGINAL AMENDED WITH AMENDED
BUDGET BUDGET ACTUAL BUDGET
5 86489 § 86488 $ 86489 $ -
3,000 3,320 3,558 238
90,200 £5,535 66,955 (18,580}
16,400 17,817 17,581 {236}
500 2,400 2,898 498
2,560 4,637 3,458 {1.179}
112,660 113,708 94,450 {19,258}
108,065 112,115 141,962 153
1,200 415 413 2
8,000 4,746 2,743 2,003
11,600 11,000 10,892 8
1,800 2,600 2,046 (46}
3,300 3622 4004 {382)
2,760 2,700 1,157 1,543
800 1,405 1,404 1
75 130 130 -
2,100 2,180 2,100 -
400 500 580 {80
825 2,435 2,341 94
- 1,291 1,605 (34}
9,400 7,800 7,838 61
1,000 8,998 7,999 1,000
150,765 161,358 157,315 4,043
{38,105) {47,648} (82,865} {15,216}
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Far the Year Ended December 31, 2007

Cther Financing Sources (Uses):
Coerating Transfers n

Tetal Other Financing Sources {Uses)
Excess of Resources and Ofher Sources
Over {Under) Appropristions

and Cther Uses

Budgetary Fund Balance -
Crecember 31, 2007

VILLAGE OF HOMER
BUDGETARY COMPARISON SCHEDIILE - LIBRARY FUND (Continued)

VARIANCE
ORIGINAL AMENDED WITH AMENDED
BUDGET BUDGET ACTUAL BUDGET
32,640 32,640 32,840
32 640 32,640 32,640
(6,465} {15,009) (30,225) {15,216}
81024 $ 71480 § 56264 $  {i62186)
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Beginning of Year Fund Balance

Resources {Infiows)
Cortributions from Local Units
Interest and Rentals
Other Revenue

Total Resources

Charges to Appropriations {Outftows)

Public Safety:
Wages and Fringes
Training
Supplies
Talaphone
Fire Prevention
Professionzl Fees
Printing and Publishing
Insurance and Bonds
Repairs and Maintenance
Gas and Ol
Miscellaneous
Rent
Utilities
Capital Cullay

Total Charges to Appropriations

Excess of Resources Cver
{Under) Apprapriations

Cther Financing Sources {Uses):
Operating Transfers In

Total Other Financing Sources {Lses)
Excess of Resources and Other Sources
Ower {Under) Appropriations

and Cther Uses

Budgetary Fund Balance -
Decernber 31, 2007

VILLAGE CF HOMER
BUDGETARY COMPARISON SCHEDULE - FIRE FUND
For the Year Ended Decambar 31, 2007

VARIANGE
ORIGINAL AMENDED WITH AMENDED

BUDGET BUDGET ACTUAL BUDGET

$ 36440 5 26440 $ 36,440 %

127,445 127,445 87,399 (40,046}
250 250 1,084 1,734
375 75 697 322

128,070 128,070 40,080 {37,990
64,600 59,000 58,426 574
500 2,300 1,244 1,056
5,500 3,500 2,556 944
1,450 1,450 967 483
1,500 1,500 1,500
100 3,810 2,957 853
250 450 317 133
42,600 42,000 42 000
8,600 14,970 14,005 965
3.000 3,000 2,585 415
- - 1,645 {1,645)
4,500 4,500 - 4,500
7.400 7,900 8,588 (698
5,850 870 2,872 {2,002}
145,250 145,250 138,162 7,088
(17,180} {17.180) {48.082) {30,902}
- - 57,707 57,707
: - 57,707 57,707
{17,180) {17.180) 9 525 26,805

$ 19260 $ 19260 § 46,065 $ 28805
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VILLAGE OF HOMER

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTLUJAL - GENERAL FUND
For the Year Ended December 31, 2007

VARIANCE
CGRIGINAL AMENDED WITH AMENDED
REVEMUES BUDGET BUDGET ACTUAL BUDGET

Taxes and Fenallies

Property Taxes $ 288782

Collection Fees 4,267
Total Taxes and Penallies $ 298200 301,027 301,028 3 2
Licenses znd Pernils

Franchise Fees 4 671

Ligquor Licanse Faes 1,760

Cther Pernits 5
Total Licenses and Permits 5,300 6,070 5,866 {204}
Slate Grants

State Revenue Sharing:

Sales Tax 212,554

Total State Grants 221 800 212 651 212,554 {47)
Charges for Services

Charges for Services 297

Salvage Fees 85,905
Taotat Charges for Services 72,766 72,766 70,197 {2,569}
Fines and Fordeitures 4,350 4 480 2,837 {1,613}
Interest and Rentals

Interest £1,172)

Rentals 1,375
Total interest and Rentals 12,400 12,200 10,203 {1,897
Cther Revenue

Miscellaneous {3.203)

Conafions 1,500

Refunds and Rebates 25,123
Totat Ciher Revenue 11,300 31,340 23 420 {7.820)
Total Revenues 625,216 640, 504 £26,106 {14,398}
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VILLAGE OF HOMER

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUBGET AND ACTUAL - GENERAIL FUND {Continued}

Far the Year Ended December 31, 2007

VARTANCE
CRIGINAL AMENCED WITH AMENDED
EXPENDNTURES BUDGET BUDGET ACTUAL BUDGET
Legislative:
Salaries - Village Council 5,268
Fayroll Taxes 403
Frings Banefits 655
Frofessional Fees 1,640
Frinting and Postage 1,802
iiscellaneous &6
Maintenance and Repairs 595
Total Legislative 12,180 12070 10,609 1,461
General Government:
Wiltage President.
Salary 17,255
Payrell Taxes 1,338
Fringe Benefits 4,320
Edusation 439
Supphes i, 161
Telephone 1.284
Professional Sarvices G20
Transporiation 240
Mazintepance and Repairs 729
tHilities 655
Total Village President 17,842 28 344 26,041 03
Elections 1.650 1.675 1,673 3
Accounting Cepartioment:
Salary 10,708
Fayroll Taxes 7or
Fringe Benefits 7.5922
Education 244
Supplias 458
Telephone 396
FProfessional Services 225
Miscellansous 70
Transportation 28
Maintenance and Repairs 2138
Litilities 555
Taotal Accounting Departrment 23 8685 23,873 23,731 242
Aurctit 2,500 13,720 10,682 5,038
Attorey 4,000 15,500 14,275 1,225
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VILL AGE OF HOMER
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND {Continued)
Faor the Year Ended Cecember 31, 2007

VARIAMNCE
QRIGINAL AMENDED - WITH AMENDED
EXPENDITURES {Confinuad} BUDGET BUDGET ACTUAL BUDGET
Willage Clark:
Salary 9. 791
Fayrall Taxes a5
Fringe Benefits 4,389
Education 100
Supplies 423
Tetephone (13,
Professional Services oy
Prinking and Postage 70
Insurance 00
Transporigtion &0
Maintenance and Repairs gi2
Litilities 855
Total Village Clerk 21,830 20,841 18,037 2,804
Treasurer;
Salary 9,74
Fayroll Taxes 36
Fringe Benefits 4,323
Education a0
Supplies 4
Telephona 442
Professtonal Services 320
Transpartation 30
nsurance S00
tlaintenance and Repairs 613
Total Treasurer 22 380 ' 19,981 17,306 2 686
Buildings and Grounds:
Maintenance Wages 2,116
Fayrcll Taxes 161
Fringe Banedits 2,561
Supplies 1,653
Telephone 771
Professional Services 6,107
Equipement Renta) 833
Insurance 3614
Maintenance ang Repairs 22 845
Litilities 9.028
Total Buildings and Grounds 33,370 52.064 48,769 2275
Total General Governmient 127 567 178,104 163,534 14 575
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VILLASGE CF HOMER
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
(N FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND {Continusd}
For the Year Ended December 31, 2007

YARIANCE
QRHSINAL AMENDED WITH AMENDED
EXPENDITURES [Continued) BUDGET BUDGET ACTUAL BUDGET
Public Safety:
Folice;
Salaries and Wages 130,629
Payroll Taxes 10,657
Fringes 44,124
Education 1.862
Supplies 2,631
Telephioneg 3,280
Professional Services 30,490
Frinting and Postage S42
Insurance 13,572
Auto 2,106
Miscellanaous 2270
iaintenance and Repairs 3204
Uniforms 553
LHilities 966
Capital Cutlay 335682
Total Police 325,185 298,454 206,568 1,826
Ptanning and Zoning:
Supplies 7
Professional Services 1,450
Tatal Flanning and Zening 1,500 1,500 1,457 43
Total Public Safety 327 685 289,994 298,025 1,868
Public Works:
Straet Lighting:
Insuranca 6,500
Uklities 2T 74
Total Street Lighting 31,000 31,580 33,674 {2,004)
Sidewalk, Replacement;
Fringa Benefits 1,163
Equipment Rental 418
Maintenance and Repairs . T.504
Total Sidewalk Replacement 9070 10,286 5,075 1.217
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VILLAGE OF HOMER
STATEMENT OF REVENUES, EXPENCITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND (Continued}
For the Year Ended Becermnber 31, 2007

VARIANCE
ORIGINAL AMENLCED WITH AMENDED
EXPENDITURES {Continued) BUDGET BUDGET ACTUAL BUDGET
Lecally Adminisiered Strests,
Snow Removal 8
Total Locally Administered Strests 4,422 4,326 8 4318
Total Public Wearks 44 492 485,192 42 757 3,435
Racreation and Cultural;
Parks:
Wages 3,724
Fayroll Taxes 282
Fringe Banefits 1,780
Professional Services 100
Equipment Renta 3595
iaintenance and Repairs a7
Insurance S0
Tolal Parks 16,320 11,285 10,448 837
Fromotional:
Wages 1,150
Payrall Taxes 286
Fringe Benefits 372
Supplies 1,726
Printing and Postage 126
Equipment Rentat 938
tdaintenance and Repairs 188
LHilities 1.971
Total Fromeotional 5,307 5,168 6,557 {1.389)
Tolal Recreation and Culiural 21627 16,453 17,005 852
Tetal Expenditures 533,551 552 818 531,830 21,858
Excess of Revenues Over Expendiures 21,765 87,686 24,175 64490
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VILLAGE OF HOMER
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
[N FUNDC BALANCE - BUBGET AND ACTUAL - GENERAL FUND {Centinued)

For the Yaar Ended Drecember 31, 2007

VARIANCE
ORIGINAL AMENDEE WITH AMENDED
EXPENDITURES [Continued) BUDGET BUDGET ACTUAL BUBGET

Other Financing Sources (Uses):

Sale of Fixed Assels - 2,402 801 {1,801}

Operating Transfers In 25423 42 9865 25,423 {17,542}

Cparating Transfers Cut {106.348) {106,348) {108,347} i
Tolal Cther Financing Sources {Uses) (83,925} {60,981} {80,123} {19,142}
Excess of Revenues and Gther Sources Over

{Under) Expenditures and Cther Uses 16,840 26 705 14,053 {12 852
Fund Balance - January 1, 2007 73,741 79,741 8,741
Fund Balance - Decamber 31, 2007 3 80,581 5 106,445 ¥ 83,794 3 {12.652)
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REPORT O INTERNAL CONTROL OVER FIMANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AM AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDAMCE WITH
GOVERNMENT AUDITING STANDARDS

To the Village Council
Vitlaga of Homer
Calkoun County, Michigan

We have audited the financial statements of the governmental activities, e business-lype activilies, sach major fund,
and the agpregate remainting fund infermation of Village of Homer, as of and for the year ended Decermber 31, 2007,
which collectively comprise Village of Homer's basic financtal stalements and have issued our report thereon dated
Aprii 25 2008, We conducted our audit in accordance with auditing standards generally accepted i the United Siates
of America and the stendards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptraller General of the United States.

Internal Contral Over Finandial Reporting

in plarming andg performing our audit, we considered the Village of Homer's inferna! control over financial reporting 25
& basis for designing our auditing procedures far the purpose of expressing our opinion on the financial statements,
kut not for the purpose of expressing an opinion an the effectiveness of the Village's infernal conkra! over financial
reporting.  Accordingly, we do nol express an opinion on the effectiveness of the Village's infarnal control over
financial raporting.

A control deficiency exists when the design or operation of 5 control does not allow management or employees, in the
normal course of performing their assigned funclions, o prevent or defect misstaterments on a timely basis. A
significant defictency is a control deficiency, or combination of confrol deficiencies, that adversely affects the entity’s
abilty to inilizte, authorize, record, process, of report financial date refiably in 2ccordance with generally acceptsd
accounting principles such that there is more than a remote likelihood that & misstaterment of the Village's financial
statements thal is more than inconsequential will not be prevenfed or detected by the Village's internal control,

A material waakness is a significant defictency, or combination of significant deficiencies, that resulls in more than 3
remote likelihood that 2 material misstalement of the financtal statements will not be prevented or detocted by the
entily’s internal control. We believe that the following deficiencies constifufe material weaknesses,

+ The Village does not reconcile water and sewer deposils with meter readings or the billing program.

+ Tha Village does not have the technical expertise to prepare financial statemenis in accordance with LS,
genorally accepled accounting principles, including procedures o record revenue and expendifure accruals,
changes in caplal assets, and o present required financial statement disclosures.  Currently, the village
contracts with Watker, Fluke & Sheldan, PLC to prepare the financial staterments and assist wikh accrual eniries,

Our consideration of internal control was for the mited purpese desaiibed in the precading paragraph and would not
necassanly identty all deficiencies in internal confrol that might be significant deficlencies or malerial weaknesses.
However, as discussed below, we identified certain deficiencies i infernal conlrol that we consitder to be malerial
weaknesses.

Compliance and Other Mallers

As part of oblaining reasonable assurance about whether the Village's financial statements are free of material

misstatement, we performed testes of its comipliance with certain provisions of laws, regulations, contracts, and grant

agreemants, noncompliance with which could have a direct and materiat effect an the determination of financiat
dq
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statement amounts. However, providing an opinion on compehance with those provisions was not an objective of our
audit, and accordingly, we do nof express such an opinion.  The resulis of our tests disclosed no instances of
noncomeliance or other matters fhat required o be reported under Government Auditing Standards.

This communication is infended solely for the information and use of rmanagement, the board of kiustees of Village of
Homer and the State of Michigan Deparment of Treasury and is not intended lo be and should not ba wsed by
anyane olter than these spacified parties.

Hastings, M)

April 25 2008 Wotker Fiaute #S\m@d&- YLe
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April 25, 20608

To the Village Council
Village of Homer .
Cathoun County, Michigan

We have recenfly completed an audit of the financial statements of the Village of Homer, Calhoun
County, Michigan for the year ended December 31, 2007, During the course of the audit the following
liems came to our attention, which require further comment,

Budgets Should Be Reviewad On A Peripdic Basis

The general appropriations st passed before the beginning of each fiscal year is the legal aulhority for
the Village to spend public moneys. The general appropriations act specifies amounts Hhat may be spent
by budgef caleqory. The Village does not have legal authority ko spend amounts in excess of spacific
apprapriations,

P.A. 621 of 1978, section 18{1), as amended, provides that a lacal unit of government may not incur
expendiures in excess of amounts appropristed. When it appears that more money will be spent than the
arount onginally aporopriated, it is necessary o amend the budget. This cah be done &t any meeting
prior fo the fiscal vear end and does nof require a new public hearing. Duwring the vear ended Dacembear
31, 2007, the Village's actual expendifures exceeded their appropriations in several categories.

1 is recommended that the Village closely monitor the expenditures in relation to amounts appropriated
and amend the budget when necessary. In addition, consideration should be taken at year-end for typical
audit adjusiments and amend the budge! accordingly. The approved budget and all amended budgets
should become & permanant part of the board minutes,

A Separate Streat Bank Account Is Required
During the course of the audit, it was noted that Village doas nol have a separate shrests bank account.

The Depariment of Treasury reguires fiat local units of goverament that receive ACT 51 monies maintain
a separafe streets bank account. This account will conkrol the expenditures of monies that are earmarked
by law and the Staie Constitution for street and highway purposes. The tocal and major street funds may
be pooted as one shared account.

it is recommended that the Village Council approve the opening of & sireef bank account and the
restricted fund balance be transferred o this account, Al fulure deposits and expenditures should be
deposited and paid from this account.

General Ledger Cash Should Be Regonciled to the Treasurer's Racords Monthiy

During the course of the audit, it was noted that the cash accounts in the general ladger had nat been
reconciled lo the Treasurer™s reconciled statements on & monthly basis. Addiionat bookkeeping work is
outside the normal proceduras required by an audit and resulls in additional costs o the Village.

One of the most important internal conbrol procedures is For the Clerk and Treasurer to reconcile their
books o the reconciled bank statements for all bank accounts matntained by the Treasurer. This step
varifies that all the activity of the Village has been recorded in the Village general ledger.

We recommended that the hank reconciliations be compared to the generzal ledger on a monthly basis.
Differences should be investigated i a trely mammer,  Adjustments should be made o the general
ledger as naceassary.

During the current year, the Village has implemented a pracess to reconcile cash on a monthly basis.

Lol ol b ik &8¢ e r e Weelinite: warn w Scpss oo



General Ledger Disbursement Posting
During the course of the audit, several disburserents were inconsistently posied to the general ladger

and caded 1o incorrect general ledger accounts, This causes inaccurate mterim financial statemenis,
which may cause budgeting problems throughout the vear.

We recommend that the clerk be given the oppertunity ko consult with oulside professionals on a monthly
basis for help with posting of items in guestion, i needed. This can save the Village in coshy
bookkeeping lees incurred during the audit,

Dishursements
Luring the course of e audit, it was noted that credit card disbursements were not substantiated by a
valid receipt.

Disbursements made by the Village should be supported by proper docurnenlation. Invoices or contracts
should suppart expenditures for goods oF services. A signed reimbursement form that specifies the
payss, what the expense was incurred far, whers the expense ocouired, when the expense was incurred
and why the expense was incurred should substanliate retmbursements to employees or officials,
Applicatle invoices or receipts should be attachad.

We recommend Ithat the Village obtain proper documentation for all disbursements made. The
dacurnenlation should be filed in an organized manner that is easily assessable. In addition, the Village
Board should examine all credit card invoices prior to approval for payment.

We would like to take this oppartunity to thank the Village for the cocperation and courlesy extended o us
during the audit. if you have any questions or nead assistanca, do nof hesitate to contact us,

Watkin Fase Y o wdlden PLL



/I‘ WALKER, FLUKE & StiK1L.0DON, PLC
*
‘ CERTIFIEL PURLIC ACCOUNTANTS

A5 W Apple Sreo FETES S Rand

Hastime. M1 49058 Chrvstphier 1 Fluke 1000 Lo, M1 23546
Plwuwie 4 20609) 4549430 Koanhowioe K Sheeldimn 174 Plumc i frp 32707102

s (20090 R 5-45H) Fox (6 lfiy 50 a7

To the Village Council
WVillage of Homer
Calhour County, Michigan

in planning and performing owr audit of the financial statements of the Village of Homer as of ang
for the vear ended December 31, 2007, in acocordance with auditing standards generally accepted
in fthe United States of America, we considered the Village of Homer's infernal condrol over
financtal reporting {internal contral) as a basis for designing our audiling procedures for the
purpose of expressing ouwr opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Village's internal confrgl.  Accordingly, we do
nat express an opinion on the effectiveness of the Village's internat control.

Our consideration of internal contral was for the lfimited purpose described in the preceding
paragraph and would not necessarily identify 2l deficiencies in internal conlro! that might be
significant deficiencies or raterfal weaknesses, However, as discussed below, we identified
certain deficiencies in internal contral that we consider to be matertal weaknesses.

A control defictency exists when the design or operation of a control does not allow management
or employeas, in the noimal course of perfarming their assigned functions, o prevent or detect
misslatements on a limely basis. A significant deficiency is a contral deficiency, or combinalion of
control deficiencies, that adversely affects the antity’s ability lo initiate, authorize, record, process,
or repaort financial date reliably in accordance.-with generally accepted accounting principles such
that thare is maore than a remote likelhood that a2 misstaterment of the entity's financial staterments
that is more than inconsequential will not be preventad or detected by the entity's internal conltral.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
resulls in more than a remoie likelihood that a matertzl misstatement of the financial statements
will not be prevented or detecied by the entity's internal control. We believe that the following
deficiencies consfitute material weaknesses.

+ The Millage does not reconcile water and sewer deposits with meter readings or the
billing program.

+ The Village does not have e technical expertise to prepare financial statements in
accordance with U5, generally accepled accounting principles, ncloding procedures to
record revenue and expendifure accruals, changes in capital assels, and to present required
financial statement discipsures,  Cwrrently, e Village contracts with Walker, Fluke &
Sheldon, PLC o prepare the financial staternants and assist with accrual entrias.

This commaunication is intended solely for the information and use of management, the board of
krustees of Village of Homer and the State of Michigan Deparment of Treasury and is nof
imtended to be and should not be used by anyane olher than these specified parties,

Api 28, 2008 Naver, Fuse # Swdidon PLC
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